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OATH OR AFFIRMATION

Rhonda Meyer affirm that to the best of my knowledge and belief the accompanying financial

statements and supplementary schedules pertaining to the firm of Harbour Investments Inc as of

December 31 2008 are true and correct further affirm that neither the company nor any

principal officer or director has any proprietary interest in any account classified solely as that of

customer

VTh\cLQf\

Signature

cwc

This report contains check all that are applicable

Facing page

Statement of Financial Condition

Statement of Income

Statement of Cash Flows

Statement of Changes in Stockholders Equity

_____ Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

_____ Information relating to the Possession or Control Requirements Under Rule 5c3-3

reconciliation including appropriate explanation of the Computation of Net

Capital under Rule 15c3-3 and the Computation for Determination of the Reserve

Requirements Under Exhibit of Rule 15c3-3

_____ reconciliation between the audited and unaudited Statements of Financial

Condition with respect to methods of consolidation

An Oath or Affirmation

____ copy of the SIPC Supplemental Report

report describing and material inadequacies found to exist or found to have

existed since the date of the previous audit

Independent Auditors Report on Internal Control

For conditions of confidential treatment of certain portions of this filing see Section 240.1 7a-

5e3
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Notary Public
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors

Harbour Investments Inc

Madison Wisconsin

We have audited the accompanying statement of financial condition of Harbour Investments Inc as

of December 31 2008 and the related statements of income changes in stockholders equity and cash flows

for the year then ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of

1934 These financial statements are the responsibility of the companys management Our responsibility is

to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States

of America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes examining on

test basis evidence supporting the amounts and disclosures in the financial statements An audit also

includes assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position
of Harbour Investments Inc as of December 31 2008 and the results of its operations

and its cash flows for the year then ended in conformity with accounting principles generally accepted in the

United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The supplemental information contained on pages 15-16 is presented for purposes of

additional analysis and is not required part of the basic financial statements but is supplementary

information required by Rule 7a-5 under the Securities Exchange Act of 1934 Such information has been

subjected to the auditing procedures applied in the audit of the basic financial statements and in our

opinion is fairly stated in all material respects in relation to the basic financial statements taken as whole

Madison Wisconsin

February 23 2009 SMITH GESTELAND LLP

MADISON SUN PRAIRIE
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www.sgcpa .com

LLP



HARBOUR INVESTMENTS INC
Madison Wisconsin

STATEMENT OF FINANCIAL CONDITION
December 31 2008

ASSETS

Current assets

Cash and cash equivalents 966211

Commissions receivable 498857

Marketable securities owned at market value 60863

Deferred income taxes 10547

Total current assets 1536478

Total assets 1536478

LIABILITIES

Accounts payable 46749

Commissions payable 577113

Income taxes payable 21047

Total current liabilities 644909

Total liabilities 644909

STOCKHOLDERS EQUITY

Common stock no par value 2000000 shares authorized

208334 shares issued and outstanding 16500

Paid-in capital 6500

Retained earnings 868569

Total stockholders equity 891569

Total liabilities and stockholders equity 1536478

The accompanying notes are an integral part of the financial statements



HARBOUR INVESTMENTS INC
Madison Wisconsin

STATEMENT OF INCOME
For the Year Ended December 31 2008

Commission revenue 23798327

Investment losses 25978

Gross income 23772349

Expenses

Commissions 21290466

Management fees 2345000

Depreciation expense 631

Settlements 5000

Salaries 77537

Miscellaneous expense 670

Total expenses 23719304

Income before income taxes 53045

Income tax expense 18500

NET INCOME 34545

The accompanying notes are an integral part of the financial statements



HARBOUR IN VESTMENTS INC
Madison Wisconsin

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
For the Year Ended December 31 2008

Common Stock Paid-In Retained

Shares Amounts Capital Earnings

Balance January 2008 208334 16500 6500 834024

Net income
__________ __________ __________ 34545

Balance December 31 2008 208334 16500 6500 868569

The accompanying notes are an integral part of the financial statements



HARBOUR INVESTMENTS INC

Madison Wisconsin

STATEMENT OF CASH FLOWS
For the Year Ended December 31 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 34545

Adjustments to reconcile net income to net cash

provided by operating activities

Depreciation 631

Unrealized loss on marketable securities 44293

Deferred income taxes 10547

Changes in assets and liabilities

Commissions receivable 100774

Accounts payable 24370
Income taxes payable 7586

Commissions payable 11187

Net cash provided by operating activities 141725

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of marketable securities 20003

Net cash used in investing activities 20003

Net increase in cash and cash equivalents 121722

Cash and cash equivalents at beginning of year 844489

Cash and cash equivalents at end of year 966211

SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION

Cash paid for income taxes 21461

The accompanying notes are an integral part of the financial statements



HARBOUR INVESTMENTS INC
Madison Wisconsin

NOTES TO FINANCIAL STATEMENTS

NOTE 1- INFORMATION ABOUT THE COMPANY AND SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

Harbour Investments Inc the company is member of the Financial Industry Regulatory

Authority and is registered with the Securities and Exchange Commission as securities

broker/dealer The company serves primarily as broker in connection with the sale of

mutual funds and direct participation programs throughout the United States

CASH AND CASH EQUIVALENTS

For purposes of the statement of cash flows the company considers all highly liquid

investments purchased with an original maturity of three months or less to be cash

equivalents

RECEIVABLES

Management considers receivables to be fully collectible accordingly no allowance for

doubtful accounts has been provided If amounts become uncollectible they are charged

to operations in the period in which that determination is made

MARKETABLE SECURITIES

Marketable securities are valued at market value The resulting difference between cost

and market value is included in income

COMPUTER EQUIPMENT

Computer equipment is carried at cost totaling $50840 It is fully depreciated as of

December 31 2008 Depreciation is provided for by using the straight-line method over

the estimated useful lives of the assets which is five years

INCOME TAXES

Income taxes are provided for tax effects of transactions reported in the financial

statements and consist of taxes currently due plus deferred taxes related primarily to the

differences of the valuation of investment securities for financial and income tax

reporting in accordance with SFAS No 109 Accounting for Income Taxes Deferred

tax assets and liabilities represent the future tax return consequences of those differences

which will either be taxable or deductible when the assets and liabilities are recovered or

settled based on enacted tax laws and rates applicable to the periods in which the

differences are expected to affect taxable income At December 31 2008 there was

deferred tax asset in the amount of $10547 from current unrealized losses on securities

Valuation allowances are established when necessary to reduce deferred tax assets to the

amount expected to be realized Income tax expense is the tax payable or refundable for

the period plus or minus the change during the period in deferred tax assets and liabilities



HARBOUR INVESTMENTS INC
Madison Wisconsin

NOTES TO FINANCIAL STATEMENTS

NOTE 1- INFORMATION ABOUT THE COMPANY AND SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES continued

REVENUE RECOGNITION

Securities transactions and related commission revenue and expenses are recorded on

trade date basis Commission revenue in connection with the sale of limited partnership

interests is recognized when all conditions of the customers investment are met

ESTIMATES

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the financial statements and

the reported amounts of revenues and expenses during the reporting period Actual

results could differ from those estimates

ACCOUNTING FOR UNCERTAINTY IN INCOME TAXES

In December 2008 the Financial Accounting Standards Board issued FASB Staff

Position FSP FiN 48-3 Effective Date of FASB Interpretation No 48 for Certain

Nonpublic Enterprises FSP FIN No 48-3 permits an entity within its scope to defer the

effective date of FASB Interpretation 48 Interpretation 48 Accounting for Uncertainty

in Income Taxes to its annual financial statements for fiscal years beginning after

December 15 2008 The company has elected to defer the application of Interpretation

48 for the year ended December 31 2008 The company evaluates its uncertain tax

positions using the provisions of FASB Statement No Accounting for Contingencies

Accordingly loss contingency is recognized when it is probable that liability has been

incurred as of the date of the financial statements and the amount of the loss can be

reasonably estimated The amount recognized is subject to estimate and management

judgment with respect to the likely outcome of each uncertain tax position The amount

that is ultimately sustained for an individual uncertain tax position of the all uncertain tax

positions in the aggregate could differ from the amount recognized



HARBOUR INVESTMENTS INC
Madison Wisconsin

NOTES TO FINANCIAL STATEMENTS

NOTE 1- INFORMATION ABOUT THE COMPANY AND SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES continued

FAIR VALUE MEASUREMENTS

Effective January 2008 the company adopted Statement of Financial Accounting

Standards No 157 Fair Value Measurements SFAS No 157 In February 2008 the

Financial Accounting Standards Board FASB issued FASB Staff Position

No FAS 157-2 Effective Date of FASB Statement No 157 which provides one year

deferral of the effective date of SFAS No 157 for non-financial assets and non-financial

liabilities except those that are recognized or disclosed in the financial statements at fair

value at least annually Therefore the company has adopted the provisions of SFAS

No 157 with respect to its financial assets and liabilities only SFAS No 157 defines fair

value establishes framework for measuring fair value under generally accepted

accounting principles and enhances disclosures about fair value measurements Fair

value is defined under SFAS No 157 as the price that would be received to sell an asset

or paid to transfer liability an exit price in the principal or most advantageous market

for the asset or liability in an orderly transaction between market participants on the

measurement date Valuation techniques used to measure fair value under SFAS No 157

must maximize the use of observable inputs and minimize the use of unobservable inputs

The standard describes fair value hierarchy based on three levels of inputs of which the

first two are considered observable and the last unobservable that may be used to

measure fair value which are the following

Level One Quoted prices in active markets for identical assets or liabilities

Level Two Inputs other than Level One that are observable either directly or

indirectly such as quoted prices for similar assets or liabilities quoted prices in

markets that are not active or other inputs that are observable or can be corroborated

by observable market data for substantially the full term of the assets or liabilities

Level Three Unobservable inputs that are supported by little or no market activity

and are significant to the fair value of the assets or liabilities

The adoption of SFAS No 157 did not have material impact on the companys

results of operations and financial condition As of December 31 2008 the

companys financial assets which were measured at fair value in accordance with

SFAS No 157 consisted of $60863 of marketable securities employing Level One

inputs
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HARBOUR INVESTMENTS INC
Madison Wisconsin

NOTES TO FINANCIAL STATEMENTS

NOTE 2-INCOME TAXES

Composition of income tax expense for the year ended December 31 2008 is as follows

Current taxes

Federal 19554

State 9493

Total current taxes 29047

Deferred tax benefit 10547

Total income tax expense 18500

Deferred tax assets are result of unrealized losses on securities at December 31 2008

NOTE 3- RELATED PARTY TRANSACTIONS

Management and administration of the company are provided under month-to-month

contract with Harbour Management LLC company 99.9% owned by the majority

stockholder of Harbour Investments Inc The management company is responsible for the

payment of all management and administration expense Harbour Investments Inc paid

management fees of $2345000 for the year ended December 31 2008 See Note for

additional related party information

NOTE 4- GUARANTEES

The company guarantees business loan for the benefit of Harbour Management LLC
related party through common ownership with an outstanding balance of $30910 at

December 31 2008 Management anticipates Harbour Management LLC will be able to pay

this loan in full therefore this obligation is not included on the statement of financial

condition

The company guarantees an office lease agreement for the benefit of Harbour Management

LLC related party through common ownership In the event and for what ever reason if

Harbour Management LLC is unable to fulfill the terms of the office lease agreement

Harbour Investments Inc will assume the responsibility of the entire office lease agreement

from that point forward and the entirety of the agreement The lease is paid monthly and

expires August 31 2013

11



HARBOUR INVESTMENTS INC
Madison Wisconsin

NOTES TO FINANCIAL STATEMENTS

NOTE 4- GUARANTEES continued

The following is schedule of the future annual lease payments that would be required under

the terms of the lease if the company had to assume the lease for the
years

ended

December 31

2009 67976

2010 70355

2011 72817

2012 75366

2013 51403

337917

Management anticipates Harbour Management LLC will be able to fulfill the terms of the

office lease agreement therefore this obligation is not included on the statement of financial

position

NOTE 5- CAPITAL REQUIREMENTS

The company is subject to the net capital provisions of Rule 15c3-1 of the Securities Exchange

Act of 1934 This rule prohibits broker/dealer from engaging in securities transactions at

time when its aggregate indebtedness exceeds 15 times its net capital as those terms are

defined by the rule subject to minimum net capital requirement Aggregate indebtedness at

December 31 2008 was $644909 while the company had net capital of $808093 and net

capital requirement of $100000 The companys net capital ratio was .80 to

NOTE 6- SECURITIES OWNED

Marketable securities owned consist of trading and investing securities at quoted market

values as summarized below

Corporate equities 17920

Mutual funds 42943

60863

The company recognized an unrealized loss of $44293 during 2008 on its marketable

securities

12



HARBOUR INVESTMENTS INC
Madison Wisconsin

NOTES TO FINANCIAL STATEMENTS

NOTE 7- CONCENTRATIONS OF CREDIT RISK

The companys financial instruments that are exposed to concentrations of credit risk consist

primarily of cash and cash equivalents and commissions receivable The company places its

cash and temporary cash investments with high credit quality financial institutions At times

such investments may be in excess of the FDIC insurance limit The company routinely

assesses the financial strength of its customers and as consequence believes that its

commissions receivable credit risk exposure is limited

NOTE 8- LITIGATION

The company is subject to various lawsuits claims and counterclaims Such matters are

subject to the resolution of many uncertainties and accordingly outcomes are not predictable

with assurance Although the company believes that amounts provided in its financial

statements are adequate in light of the probable and estimable liabilities there can be no

assurances that the amounts required to discharge alleged liabilities from these matters will not

have material adverse affect on its financial condition results of operations or cash flows

Any amounts of costs that may be incurred in excess of those amounts provided as of

December 31 2008 cannot be determined

13
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HARBOUR IN VESTMENTS INC

Madison Wisconsin

COMPUTATION OF NET CAPITAL

As of December 31 2008

Net capital

Stockholders equity 891569

Total stockholder equity qualified for net capital 891569

Deductions and/or charges

Nonallowable assets

Aged receivables 25985

Deferred taxes 10547

Other deductions 30910

Total deductions and/or charges 67442

Net capital before haircuts on securities positions 824127

Haircuts on securities

Other securities 16034

Total haircuts on securities positions 16034

Net capital 808093

15



HARBOUR IN VESTMENTS INC
Madison Wisconsin

COMPUTATION OF NET CAPITAL

Continued

As of December 31 2008

Aggregated indebtedness

Accounts payable and accrued taxes 67796

Commissions payable 577113

Total aggregated indebtedness 644909

Computation of basic net capital requirement

Minimum net capital required 100000

Excess net capital 708093

Excess net capital at 1000 percent 743602

Ratio aggregated indebtedness to net capital 0.80

Reconciliation with companys computation of net

capital reported in Part II of Form X-7a-5

as of December 31 2008

Net capital reported in unaudited focus report 828550

Changes in allowable credits and nonallowable assets

Computer equipment net 631

Other deductions 30910

Audit adjustments

Depreciation expense 631
Commissions expense 31500

Income taxes net 21047

Net capital per above 808093

16



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKEROR DEALER HARBOUR INVESTMENTS INC asof DEC 31 2008

EXEMPTIVE PROVISIONS

25 if an exemption Item Rule 15c3-3 is claimed identify below the section upon which such

exemption is based

1..Limited business mutual funds andlor variable annuities only 4550

k2X1..Special Account for the Exclusive Benefit or customers maintained

k2ll..All customer transactions cloarod through another broker-dealer on 4570

fully disclosed basis Name of clearing firms

Clearing Firm SECo Name Product Code

8- i2Z WEDBUSR MORGAN SECURITIES INC __.ei

4335A2

8- 1ZZ4 PERSHING LLC _1I 43350

4335CJ

8-_ _____________

4335EJ 4335E2

43350 4335G2

________________ 4335JJ

k3xempted by order of the Commission 4580

17
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INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
REPORT ON INTERNAL CONTROL

Board of Directors

Harbour hwestments Jiw

Madison Wisconsin

In planning and performing our audit of the financial statements of Harbour Investments Inc the

company as of and for the year ended December 31 2008 in accordance with auditing standards generally

accepted in the United States of America we considered the companys internal control over financial

reporting internal control as basis for designing our auditing procedures for the purpose of expressing our

opinion on the financial statements but not for the purpose of expressing an opinion on the effectiveness of

the companys internal control Accordingly we do not express an opinion on the effectiveness of the

companys internal control

Also as required by Rule 7a-5g of the Securities and Exchange Commission SEC we have

made study of the practices and procedures followed by the company including consideration of control

activities for safeguarding securities Because the company does not carry
securities accounts for customers

or perform custodial functions relating to customer securities we did not review the practices and

procedures followed by the company in any of the following

Making the periodic computations of aggregate indebtedness or aggregate debits and net capital

under Rule 17a-3a1 and the reserve required by Rule 15c3-3e

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 7a-1

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customers as required by Rule 5c3-3

MADISON SUN PRAIRIE

8383 Greenway Boulevard Suite 400 100 Wilburn Road Suite 02

P0 Box 764 P0 Box 440

Madison Wisconsin 53701-1764 Sun Prairie Wisconsin 53590-0440
c-r

608.836.7500 608.836.7505 608.836.7500 608.836.7505

www.sgcpa .com



The management of the company is responsible for establishing and maintaining internal control and

the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs of

controls and of the practices and procedures referred to in the preceding paragraph and to assess whether

those practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of

the objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the company has responsibility are safeguarded

against loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with generally accepted accounting principles Rule 7a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above

errors or fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements

on timely basis significant deficiency is control deficiency or combination of control deficiencies

that adversely affects the entitys ability to initiate authorize record process or report
financial data

reliably in accordance with generally accepted accounting principles such that there is more than remote

likelihood that misstatement of the entitys financial statements that is more than inconsequential will not

be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results

in more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

Our consideration of the internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2008 to meet the SECs

objectives

19



This report is intended solely for the information and use of management the SEC Financial

Industry Regulatory Authority and other regulatory agencies which rely on Rule 7a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to

be and should not be used by anyone other than these specified parties

Madison Wisconsin

February 23 2009 SMITH GESTELAND LLP
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